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Executive Summary

The Igradli oilseeds market consists primarily of soybeansimported for crushing. Some soymed is
imported from the United States and sunflower medl for feed isimported from various sources. Crude
and refined oils are dso imported from many sources. Production of oilseedsin Isradl islimited to
confectionary peanuts and sunflower seeds, about haf of which are exported. Small areas of safflower
are dso planted.

Tota Isradli imports of soybeans increased over 10 percent MY 2001 (October 2001 - September
2002) from 617,000mt to 679,000 mt. The United States market share, however, fell from 89 percent
in MY 2000 to 78 percent in MY 2001, to atotal of 530,000 mt. Attractive South American prices and
the resolution of previous qudity concern of Isradli importers alowed supplies from Brazil and
Argentina to capture some market share from the U.S.

In the current 2002 MY year, overal soybean imports continue to increase, and the Unites States
supplies also gppear to be increasing. Part of the increase is due to increasing stocksin MY 2002 and
the increased demand by a new crusher who specidized in concentrated protein for human
consumption. Soymeal imports, which peaked at 62,000 mt three years ago continue to dide back to
previous levels below 40,000 tonsin MY 2001 essentidly dl from the United States. Eastern European
suppliers of sunflower seed mea and other oilseed cake proteins for anima feed maintain their market
sharein Isradl, by shipping over 75,000 tonsto Israd in MY 2001.

Soy ail, corn ail, sunflower ail, and rape seed oil are dl produced localy from imported oilseed, and ol
isimported directly. Totd food oil imports (crude and refined) in 2002 are estimated at some 25
thousand mt, plus an additiona 8 thousand mt imported by the Paestinian Authority. Despite concerns
expressed by loca crushers about low priced imports of bottled oil from Argentina eroding their
markets, trade tatistics for 2002 indicate that import quantities of refined oil have not increase but
actudly declined.

Oilseed demand is spurred by increasing production of textured soy protein for human consumption,
and stable demand in the livestock sector, with an expectation for growth in both sectors in the future,
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Oilseeds

The Israeli oilseeds market consists primarily of soybeansimported for crushing. Sunflower, rapeseed,
and corn are al'so imported for crushing. Production of oilseedsin Israel islimited to confectionary
peanut and sunflower seeds, about haf of which are exported. Small areas of safflower are dso
planted..

Table1: Oilseeds- Summary (thousand mt)

Marketing Y ear* 2000 2001 Prdiminary | Forecast
2002 2003

Domestic Production ** 25 25 28 28
(Peanuts, Sunflower, Safflower)

Imports. Soybean** 617 679 700 720
Fromthe U.S. ** 549 530 560 612
U.S. share % 89 78 80 80
End of year stock 73 137 129 98
Rapeseed and Sunflower imports ** 67 45 45 90
Domestic Soybean Crush 573 632 698 741

*Oilseed marketing year begins 1 October of the calendar year.
** Source: Minigtry of Agriculture, Supply and Pricing Divison
*** Edimate based on discussion with crushers

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #l S3005 Page 5 of 24

Table 2: Soybean PSD

PSD Table (thousand mt)
Country: lsrael
Commodity: Soybean
2001 2002 2003

Old New | Old | New | Old | New
Market Y ear Begins 10/2001 10/2002 10/2003
Area Planted 0 0 0 0 0
Area Harvested 0 0 0 0 0
Beginning Stocks 74 100 87| 137 129
Production 0 0 0 0 0
MY Imports 700 679 756 | 700 720
MY Imports from U.S, 600 530 648 | 575 612
MY Imports for EU 2 0 3 0 0
TOTAL SUPPLY 774 779 843 | 837 849
MY Exports 0 0 0 0 0
MY Exportsto the EU 0 0 0 0 0
Crush Domestic Consumption 640 632 697 | 698 741
Food Use Domestic Consumption 45 5 48 5 5
Feed Waste Domestic Consumption 2 5 2 5 5
Tota Domestic Consumption 687 642 750 | 708 751
Ending Stocks 87| 137 93| 129 98
TOTAL DISTRIBUTION 774 779 843 | 837 849
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Calendar Y ear Imports 627 627 750 | 669 750

Caendar Year Import from U.S. 503 503 620 | 552 620

Calendar Y ear Exports 0 0 0 0 0

Calendar Year Export to U.S. 0 0 0 0 0
Production

Inlsradl, there is essentialy no production of oilseeds for crushing. About 10,000 mt of sunflowers and
15,000 mt of peanuts are produced for confectionary, and about haf of these are exported. A small
seed quantity of safflower is grown aswell.

All oilseeds for crushing are imported. This condition is not expected to change as production for
crushing is not economica, mainly dueto Israd’ swater shortage. Neither the partia replenishment of
water reserves during the rainy 2002-3 winter nor the development of increased recycled water
resources will fundamentally change the stuation for field crops.

Consumption

The Consumption of oilseedsis derived from the demand for oil meds for livestock and poultry feed,
and to increasing degree, for production of textured soybean concentrate for human food products.

Much of the current and expected future growth of soybean consumption is aresult of the expanding
production of soybean protein for human consumption. " Solbar-Hatzor" is the mgor producer and the
exporter of textured soy protein concentrate. Although the plant was established origindly for the
protein concentrate business, the firms's growth has turned the company to aso become amgor
supplier of soybean oil and soybean med in the local market. 1n 2003, "Shemen” Indudtries plant
which is one of the largest crushing facilities in the country, dso added production facilities for protein
concentrate, and thiswill aso increase the demand for soybeans by up to 40,000 tons in the next two
years.

The three livestock sectors (broilers, turkeys and cattle) remained stable in 2002. The oilseed protein
demand of the livestock sector is met primarily by locally-crushed soybean med, supplemented by
imported soymed, sunflower med and safflower med. A new facility for the production of soy milk
has been established and started production recently. The annual processing capecity of the new
facility gandsa 7,000 tons. The establishment of another facility is being consdered by another
company. Severd in the bakery sector recently tested using soybean flour. It was found that adding 3
percent of soybean flour will improve the nutritiona characteristics of the bread. This step take may
increase soybean consumption by another 30-35 thousand mt in the future,
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Trade
Imports

In MY 2001 Isradl increased its total imports of soybeans by 10 percent and reached 679 thousand mt:
U.S. Soybean exports accounted for 530 thousand mt of the total soybean imports.. The U.S. market
sharein decreased from 81 percent in MY 2000 to 78 percent in MY 2001

Faced with duggish Israeli market, more restrictive credit terms from Isradli banks, and the need to
hold reserves, Isragli crushers sought chesper sources of soybeans from Argentinaand Brazil in
MY2001. Toward the end of the year, one established crusher reduced his imports from the U.S. due
to difficulty in financing imports, and eventudly halted imports. The plant worked as a subcontractor
for alarger crusher for two months, and has since resumed its own imports. Theincreasein totd
importsin MY 2001 was due to an increase in demand from the protein concentrate producer, who
imports from the United States, Brazil and Argentina.

Nevertheless, as aresult of expected increases in production of soybean protein concentrate and
soybean milk, total soybean imports are forecast to increase to 700 thousand mt, in MY 2002 with at
least 575 thousand mt of imports from the U.S. A further increase is expected in MY 2003.

Part of the soybean import increase is apparently due to an anticipated increase in stocks. The lsradl
government requires crushers to hold minimum reserve stocks of oilseeds as a condition for duty-free
imports. In late 2002 and early 2003, astension increased in the Middle East, greater attention was
paid to these reserve stock requirements. In April 2003 Ministry of Agriculture officids stated that the
anima feed and edible oil sector should keep 180 thousand mt of reserve stocks of oilseeds in case of

an emergency.

Isradl’ s four main crushers often join forces in soybean imports, and sometimes grain millers are
included in shipping arrangements. Crushers sometimes combine their soybean purchases and share
vesds, but individuad plants dso buy supplies on their own.

Domestic crushers have to compete with imports of soymed, soyoil and other med and vegetable oil
imports. Feed millersimport about 40 thousand mt of soybean medl each year, essentialy to keep the
crushersin competitive mode. All imported soy medl is of the Hipro kind. Theimport competition
Stuation is discussed in the oil med trade policy section below.

Some 22 thousand mt of rapeseed were imported in MY 2001, primarily for crushing. Most of the
rapeseed came from Europe, with Romaniajoining France and Germany as mgjor suppliers.
Seventeen thousand tons of sunflower seeds for crushing continue to be imported from France,
Ukraine, Romaniaand Russa

Exports

UNCLASSFIED Foreign Agricultural ServicelUSDA



GAIN Report #l S3005

Page 8 of 24

The oilseed exportsin 2002 consisted of approximately 10,000 mt of confectionery peanut and about
7,000 mt of confectionery sunflower seeds. Thereisaso agrowing export of textured soy protein
concentrate estimated currently at the equivaent of about 70,0000 mt of soybeans and thisis expected

to grow in the future,

Table 3: Soybean Trade Matrix *

Country of Sdle CY 2000 CY 2001 CY 2002
Quantity mt Quartity mt Quantity mt
U.SA. 549,000 503,000 552,000
Other:
Argentina 96,600 53,000
Augrdia 9,500
Paraguay 3,000
Others not Listed 3,400 15,000 65,000
Totd 552,400 627,100 670,000
*preliminary Ministry of Agriculture 2002 data
Table4: Rapeseed Trade Matrix*
Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
$ 000 mt $ 000 mt
France 914 3,800 2,866 10,310
Germany 3,732 16,238 1,788 7,212
Romania 1,288 5,937 1,027 4,447
Audtria 999 5,279
Other 13 25 31 22
UNCLASSFIED Foreign Agricultural ServicelUSDA
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Tota

6,946

31,279

5712

21,991

*preliminary Ministry of Agriculture 2002 data

Trade Policy

In order to maintain the loca crushing industry, al oilseeds for crushing are exempt of duty. The
industry maintains some protection by way of duty on oil and protein med (see discussion in oil medl

section below.)

For confectionary sunflower seeds of United States origin, the Ministry of Agriculture grants an annud
duty-free tariff quota of 3,000 mt, shared between Isradli and Paestinian importers. Thisisan
enlargement of the 2001tarrif quota of 2,251 mt, which was essentidly filled. A few

hundred tons of dutiable confectionary sunflower seeds are imported every year from Eastern European
countries. The numeration of the tariff categories for sunflower seeds was changed in 2003, and the
new categories appear below. In addition, thereisa Minigtry of Agriculture initiative underway in 2003
which is expected to combine the customs categories for confectionary sunflower seeds, to one tariff
leve (apparently around 2 NS/kg) for dl non-exempt product.

Table5: Sunflower Seed Duty Rate

Heading Description MFN Tariff EU and EFTA
12.06.0010/0 | For which the Director Generd of the | Exempt Exempt
Ministry of Industry and Trade
confirmed thet they are for ail
processing.
12.06.0020/9 | For which the Director Generd of the | Exempt Exempt
Ministry of Industry and Trade
confirmed that they are for bird feed
12.06.0040/7 | The vaue of which does not exceed NS 3.7/kg BNM NS3.7/kgBNM
NS 3.70/kg than 139% than 139%
of U.S. origin NS 3.3/kg BNM
than 125%
12.06.0090/2 | Others NS 1.11/kg+20% | NS 1.11/kg+20%
of U.S. origin NS 1.00/kg+18%

Source; |srad Customs Tariff, 2003
Note: BNM - but not more

Implicationsfor U.S. Exporters

The main sdling point of United States oilseeds is qudity and rdiability. Isradi crushes are willing to

UNCLASSFIED
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pay some premium for these advantages, particularly in light of their mixed experience in buying lower-
cost seeds from South America, Europe, and Ada. Yet aslsradli buyers continue to check other
sources, it isimportant for U.S. exporters to maintain regular contact and good relations with the Isradli
crushing indugtry.

Isradli feed millers who are clients of Isradli crushers are d o clients of United States soymed
exporters, but while Isradli feed millswill continue to import some med to keep the Isradli crushers
price compstitive, it gppears that the millers do not want to see the Isradli crushing industry to collgpse.
They are not eager to undertake the financia and logistic codts of importing the bulk of their raw
materid. They dso understand the advantage of having fresh med available to them.

Table6: Soybean Meal PSD

PSD Table (thousand mt)
Country: lsreel
Commodity: Soybean Medl
2001 2002 2003

Old New Old New | Old | New
Market Year Begins 10/2001 10/2002 10/2003
Crush 640 632 | 697 698 741
Extraction Rate .79 .79 .79 .79 .79
Beginning Stocks 5 5 5 5 5
Production 506 499 550 551 586
MY Imports 56 40 60 50 50
MY Importsfrom U.S, 55 40 58 50 50
MY Importsfor EU 0 0 0 0 0
TOTAL SUPPLY 567 544 | 615 606 646
MY Exports 0 0 0 0 0
MY Exportsto the EU 0 0 0 0 0
Crush Domestic Consumption 1 1 1 1 1

UNCLASSFIED Foreign Agricultural ServicelUSDA
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Food Use Domestic Consumption 560 537 608 594 634
Feed Waste Domestic Consumption 1 1 1 1 1
Tota Domestic Consumption 562 539 610 596 636
Ending Stocks 5 5 5 10 10
TOTAL DISTRIBUTION 567 544 615 606 646
Calendar Y ear Imports 54 54 65 55 55
Caendar Year Import from U.S. 54 54 50 55 55
Calendar Y ear Exports 0 0 0 0 0
Calendar Year Export to U.S. 0 0 0 0 0

Production

Mogt oil med production is geared to livestock and poultry consumption, limited by crushing capacity
and complemented by imports. The crushing plants cannot satisfy the growing demand for Hi Pro 48
percent meal. Mogt of the crushers produce only 44 percent soy medl. Hi-Pro med is till produced
only by one crusher. There were no developmentsin full fat soy production. One feed mill has ingtalled
equipment but it is used only for producing fish feed. Isradlis prefer sogp stock, which cogslessand is
reedily available,

Table7: Oilseed meal - Summary (mt)

Marketing Y ear 2000 2001 2002 2003
Prdiminary Forecast
Crush 573 632 698 741
Soy Med Production 452 499 551 586
Soy med imports. 58 40 50 50
of which fromthe U.S. 48 40 50 50
U.S. share % 83 100 100 100
Other Medls* 66 80 73 75

Source MOA, Pricing and Supply Dept. figures
* Sunflower meal and rapeseed med

Consumption

UNCLASSFIED Foreign Agricultural ServicelUSDA
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The consumption of oilseed med in MY 2001 increased by 6 percent as more med was used for
protein concentrate production and overdl levelsfor livestock feed remained stable.

Oilseed med isthe intermediate stage for the production of soy protein concentrate. As much as
70,000 tons of soybeans may be crushed by Solbar Hatzor primarily to meet this demand, and this
quantity is expected to increase by as much as 50 percent as a second protein concentrate facility, at
Shemen Industries, comes on stream in 2003.

The three livestock sectorsthat are mainly driving the demand for feed are brailers, turkeys and cattle.
Production volumes of broilers and egg production have leveled off, with turkey production faling
dightly in 2002.

1. Broilers-

Broilers production in CY 2002 continued its long term growth, despite concerns over profitability. A
large variety of broiler products are processed. Continued consolidation in the sector and lower prices
have lead to large invesments in marketing. The extenson of branding of chilled and frozen products
have stimulated broiler demand. Isradli per-capita consumption of

broiler mesat second, which is the second highest in the world (after the United States), totaled 35.3 kg
per year, in CY 2002.

Table8: Annual Broiler Production - ‘000 thousand mt live weight

Annua Broiler Production ‘000 thousand mt live weight % change

1999 270 10.2
2000 297 10.0
2001 308 3.7
2002 324 5.2

Forecast for 2003 isadrop in production of between 3-5 percent due to expected economic recession
and decreased consumption..

2. Turkeys

Production in CY 2002 was essentidly identical to the level of 124 thousand mt of turkey mest the
previous year, and per capita consumption is about 13 kg annualy. The forecast for CY2003 isa
decline of over 20 percent to 95 thousand mt. The turkey industry is characterized by a consolidation
process: only 115 active growers remain out of 500-600 from 10 years ago.

3. Beef and Dairy Cattle.

Whilethe Isradli dairy indudtry is going through a period of consolidation, the Isragli beef indudtry is
growing, and may grow even fagter in the years ahead. Milk production declined by 1.4 percent in

UNCLASSFIED Foreign Agricultural ServicelUSDA
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2002 as locdl beef production increased by over 16 percent. First months of 2003 show recovery in
demand for milk and increased production.

The beef herd is being increased by the importation of young calves for feeding and later daughtering.
Thereis an additiona opportunity for increased consumption of soy med in the future, as domestic
production of beef is expected to increase when amgor new feedlot-daughterhouse project in
Northern Israel comes on stream in 2004. Thisincreased demand for protein meal and cakes may be
satisfied by domestic crushers or by imported med, or by a combination of both.

Trade
Exports

In 2002, no exports of animal feed were recorded. Approximately 15-20 percent of the mixed feed
produced by Israd’s main feed millsis sold to dedersin the Paegtinian Authority (PA), mainly for
poultry, sheep and goats. Despite the ongoing conflict between Isragl and the PA, aconsiderable leve
of trade continues to be maintained, although less than the pre-2000 year levels. This may continue to
be a sporadic on-again-off again trade which at times creates temporary difficulties.

Imports

Feed mill operatorsimport soybean med primarily to maintain price pressure on Isradli crushers and to
provide some Hi-Pro 48 supplies. Soybean meaimports reached 50 thousand mt in CY 2002, dl from
the U.S. About 50 thousand mt of sunflower seed meal was dso imported from the Ukraine, Russia,
and Romaniain addition to smdler quantities of cottonseed med and other feed med. Overal, imports
of oilseed medls other than soybean med were reduced to 73 thousand mt in MY 2002 from over 110
thousand mt in the previous year.

Table 9: Estimated Share of Soybean Meal in Total Feed Sales

Y ear Tota Feed Soy medl Soy medl as% of | Imported Soy
(thousand mt) | consumption* total feed med (thousand
(thousand mt) mt)
1994 2,006 347 17.3 52
1995 2,042 406 19.9 14
1996 2,011 433 215 80
1997 2,007 498 24.8 32
1998 2,068 438 21.2 24
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1999 2,222 511 23.0 51

2000R 2,200 517 235 72

2001R 2,314 539 23.3 40

2002 2,290 596 26.0 50
Source: MOA

* Soybean med consumption is calculated as domestic crush plusimported medl.

Note: Part of the medl in 2002 is used for the production of soy protein concentrate. Soy medl
percentage in feed mix remained asin previous year.

Prices

In the long term, Isradi prices are determined by the world soy prices in the Chicago Board of Trade.
In the short term, however, Isragli medl prices are capped by the threat of aternative imports.

Table10: Development of Soy Meal Prices

(NS'mt ex-factory)

Month/Y ear 1998 1999 2000 2001 2002

January 1,077 794 832 1,005 991
February 1,051 761 840 979 1,008
March 983 738 840 952 1,011
April 927 720 850 899 1,044
May 905 745 850 857 1,068
June 819 765 850 874 1,090
July 828 770 850 912 1,095
August 822 793 840 961 1,131
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September 807 853 840 1,012 1,149
October 873 879 850 1,012 1,108
November 858 848 850 988 1,079
December 812 841 850 978 1,057
Average 897 792 845 952 1,069
Average Annud 3.80 4.14 4.08 4.20 4.74
Exchange Rate:

Source: CBS, Price Statigtics, Monthly. NS - new shege
Trade Policy

The domestic crushing industry enjoys some protection as a result of duty-free imports of seeds
combined with import levies on protein meals and ail.

Asaresult of the 1985 United States - Israel Free Trade Area (FTA) and the 1995 Agreement of
Trade in Agriculture (ATAP), the U.S. enjoys a 38 percent reduction of the MFN duty on soy medl.
The agreed MFN duty is 14 percent, which would give the U.S. an 8.7 percent levy. But in 1998,
under pressure from the feed millers, the government announced an import liberdization policy with a
gradua reduction of the levy on med and oil imports, so that the operative levy on U.S. source soy
meal would reach 3 percent in 2001. Actudly this did not happen. The idea of some protection for the
crushing industry was generally accepted by al Isradli parties, in light of the additiond codsts Isradli
crushersincur by being required to close down operations on the Sabbath in order to maintain their
kosher certification, and their obligations to hold emergency stock of soy beans.

The gppropriate rate of the import levy to be applied to U.S. and other origin medl, and on oil, became
an issue of intense debate and litigation in Isragl since 1998 between the crushers, the feed mills, the
processed food industry, the livestock and poultry industry, the Minigtry of Industry and Trade, the
Minigtry of Agriculture, and the Finance Committee of Isragl’s Knesset. (Seelast year’ s report Gain
#S2004 for more details).

While legidation or court decisons could il affect the Stuation, it appears that policy has settled on a
levy of 5.5 percent on soybean meal from the U.S. and a 9.5 percent levy on soybean meal from other
SOUrces.

Other medlsfaceto alevy of 2.7 percent for meals imported for the U.S. and 4.5 percent for non U.S.
mesdls.

Implicationsfor U.S. Exporters

During severd periods over the past two years, importers have had the opportunity to bring in duty-free
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soy med from the U.S. - yet quantities did not increase significantly. Asthe levy on soy med remains
a least a semi-permanent datus, it gppearsthat Isradl’ s domestic crushing industry will not be largely
replaced by supplies of imported meal. Some Isradli crushers without a strong financid base may not
be able to meet increased demand without Sgnificant new investment, which may be only margindly
profitable. There may be agradua increase of imported med as acomplementary to loca production
imports to cover stable growth of consumption in the long term. 'Y et discussion with feed mill operators
reved that while there isinterest in maintaining some imports of med to keep compstitive pressure on
the Isradli crushers, the feed operators do not believe that they could substantialy reduce their costs of
supply by importing very large quantities of meal. They point out that the higher bulk volume of med
increases transport costs, and note that feed medl, currently, is unloaded and transported directly to the
millers, ingtead of being offloaded in the port , sorted in larger Silos, then ddlivered to the feed mill.

The U.S. isthe main reliable world supplier of 48 percent Hi-Pro meal. Feed mill operators and
poultry nutritionists prefer the 48 percent med because of the added flexibility it offersin ration
formulation. Thefact that Isradli crushers are not producing 48 percent meal makes them more
vulnerable to imports of high protein medls. Hi-protein med imports should be expected to make up a
larger part of the medl imports.

Vegetable Oils

Table 12: Soybean Oil PSD
PSD Table (thousand mt)

Country: lsrael
Commodity: Soybean Qll

2001 2002 2003

Old New Old New | Od | New

Market Y ear Begins 10/2001 10/2002 10/2003

Crush 640 632 697 698 741
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Extraction Rate 18 .18 18 .18 .18
Beginning Stocks 15 15 16 11 11
Production 115 114 125 126 133
MY Imports 12 8 14 8 8
MY Importsfrom U.S. 2 2 2 0 0
MY Importsfor EU 6 2 5 6 6
TOTAL SUPPLY 142 137 155 145 152
MY Exports 0 0 0 0 0
MY Exportsto the EU 0 0 0 0 0
Industrial Consumption 57 57 61 62 64
Food Use Domestic Consumption 67 67 72 70 72
Feed Waste Domestic Consumption 2 2 2 2 2
Tota Domestic Consumption 126 126 135 134 138
Ending Stocks 16 11 20 11 14
TOTAL DISTRIBUTION 142 137 155 145 152
Cdendar Year Imports 10 8 12 8 8
Cdendar Year Import from U.S. 2 2 2 0 2
Cdendar Y ear Exports 0 0 0 0 0
Cdendar Year Export to U.S. 0 0 0 0 0
Production

Soy, corn, rapeseed and sunflower oils are al produced in Isradl from imported seeds. Vegetable ails
are also imported as crude, refined domestically - both by the crushers and by large manufacturers of
margarine, snacks and other foods. Imports of refined oil in bulk and bottled, is sporadic but at times
subgtantia. Olive ail, pam ail, and other tropicd oils are dso used.

Table 13. Vegetable Oil - Summary - mt
Caendar Year 2001 2002 2003 Forecast

Production: Soy ol 114,000 126,000 133,000
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Refining - Other Oils 29,000 30,000 30,000
Magor Qil Imports: 30,000 21,677 22,000
Soy il - Crude 6,350 5,100 5,000
Soy il - Refined 4,153 2,478 2,500
Corn oil - Crude 6,212 2,002 2,000
Corn ail - Refined 10,470 7,817 8,000
Safflower and Sunflower - Crude 300 2,145 2,100
Safflower and Sunflower - Refined 2,296 2,135 2,100
Other Oils 219 0 300
Totd Qil 173,000 199,356 206,700

Consumption

Consumption of vegetable oils has increased rapidly in the last few years, and this pattern continued in
2002. Thisisexplaned mainly by the rapid growth of snack food production and by growth of the fast
food sector. Soybean oil aso represents about 74 percent of total vegetable oil consumption.

Prices
The crusherstry to use the oil price to compensate for the lower price of protein medl dictated by direct
importation by the feed millers. In the long-term, the price of soybean medls and oilsis dictated by the

price of soybeans on the Chicago Board of Trade; in the short-term component prices change
according to market demand.

Table 14: Consumer Price of Soybean Oil

NS per 1,0000 cc
Month/Y ear 1998 1999 2000 2001 2002
January 5.68 7.08 6.40 6.15 5.52
February 5.91 7.15 6.32 5.81 5.62
March 6.07 7.05 6.40 5.42 5.45
April 6.17 7.55 6.45 54 5.78
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May 6.15 7.49 6.43 5.66 5.84
June 6.43 7.43 6.40 5.72 5.81
July 6.37 6.60 6.38 5.36 5.95
August 6.43 6.44 6.04 5.34 6.22
September 6.43 6.35 6.24 5.37 6.38
October 6.44 5.70 6.31 5.42 6.32
November 7.00 6.28 5.84 5.32 6.86
December 7.17 6.39 6.15 6.37 6.67
Average 6.35 6.79 6.28 5.52 6.04
Average Annud 3.80 4.14 4.08 4.20 4.74
Exchange Rete:

Source: CBS, Price Statistics, Monthly. NS = new shegel
Trade

Tota vegetable oil imports were reduced in CY 2002 by over 20 percent, reaching some 2.16 thousand
mt of mgor oils and another 4 thousand mt of tropica and other vegetable oils. Additiona quantities of
about 9 thousand mt were dso imported directly by the Paestinian Authority. Crude oils are imported
in bulk for refining, and refined oils are imported both in bulk and in consumer packs. Most pictures
are based on spot transactions in the internationa market and not on long term agreements.

Isradli crushers often express concern that sporadic and spot purchases alow importersto bring in
refined oils and depressloca prices. Imports of "very chegp ail from Argentind' are often cited. Yet
despite low prices of importsin 2001 and 2002, imported oil remains no more than 5 percent of total
oil consumption.

Table15: TradeMatrix - Crude Soy Oil Imports

Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
Vaue$1000 | Quaitymt | Vaue$1000 | Quantty mt

U. SA. 57 31 0 0
Other
Greece 1,507 3,719 1,196 2,704
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Spain 813 2,140 1,280 1,999
Others not Listed 217 460 156 398
Totd 2,594 6,350 2,632 5,101
Source: Foreign Trade Statistics ,Quarterly, 4/2002, 2002-unpublished worksheets
Table 16: TradeMatrix - Refined Soy Oil - Imports
Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
Vaue$1000 | Quantity mt Vaue$1000 | Quantity mt
U. SA. 1255 1578 0 0
Other
Argentina 918 1606 602 888
Netherlands 91 172 51 75
France 0 0 953 1,335
Bdgium 286 539 165 178
Others not Listed 168 258 3 1
Tota 2,718 4,153 1,774 2477
Source: Foreign Trade Statistics ,Quarterly, 4/2002, 2002-unpublished worksheets
Table17: TradeMatrix - Crude Sunflower and Safflower Oil
Country of Sde CY 2001 CY 2002 CY 2002
Vaue $1000 Vaue $1000 Quantity mt
U.SA 0 6 5
Other
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Bdgium 22 883 2,074
Germany 15 25 12
Greece 400
Turkey 157
Argentina 40 49
Others not Listed 25 9 6
Totd 619 963 2,146
Source: Foreign Trade Statistics ,Quarterly, 4/2002, 2002-unpublished worksheets
Table 18: Trade Matrix - Refined Sunflower and Safflower Oil
Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
Vaue $1000 Quantity mt Vaue $1000 Quantity mt
U.SA 0 0 0 0
Others:
France 29 38 292 288
Bdgium 40 60 93 106
Romaenia 120 196
Turkey 315 507
Spain 136 216
Canada 37 49 36 22
Argentina 907 1,296 1,118 1,482
Others not Listed 100 130 36 41
Totd 1,564 2,296 1,695 2,135
Source: Foreign Trade Statistics ,Quarterly, 4/2002, 2002-unpublished worksheets
Table 19: TradeMatrix - Crude Corn Oil
Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
Vaue $1000 Quantity mt Vaue $1000 Quantity mt
U.SA. 2,258 4,354 694 1,020
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Others:
Turkey 532 1,095 214 454
Netherlands 262 106 95 194
Cyprus 147 240
Others not Listed 130 657 64 94
Totd 3,182 6,212 1,214 2,002
Source: Foreign Trade Statistics ,Quarterly, 4/2002, 2002-unpublished worksheets
Table20: Trade Maitrix - Refined Corn Oil
Country of Sde CY 2001 CY 2001 CY 2002 CY 2002
Vaue $1000 Quantity mt Vaue $1000 Quantity mt
U.SA. 648 696 788 889
Others:
Argentina 465 695 408 551
Turkey 5,655 8,483 4,015 4,805
France 29 41 1,238 1,479
Othersnot Listed 417 555 39 93
Totd 7,213 10,470 6,488 7,817

Source: Foreign Trade Statistics ,Quarterly, Y/2002, 2002-unpublished worksheets
Other Oils

Other oilsimportsin CY 2002 included 1,530 mt of palm ail, mainly from Singapore and Maaysa
Sunflower and Safflower il imports grew to over 4000 mt from the E.U., Eastern Europe, Argentina,
Turkey and other sources.

Trade Policy

The trade policy for imports of oil isidentical to the policy on oil protein meal discussed in the section
above. The same arguments and disputes run in parallel, except that Isragli food manufactures and
processors subgtituted for the feed millersin lobbying for the reduction of the import levy on ails. If
anything, the food processors were more aggressive in their arguments. Many clam that their own
finished products (pretzdls, snacks etc) must compete in the Isragli market place againgt duty free
imports of food stuffs. Nevertheless, a4.5 percent import levy on soy rapeseed and sunflower oils
from the U.S. remains in effect with 7.5 percent applied on imports from other sources. Recently the
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oil crushes again started lobbying for the increase of the levy on soy ail to 13.5 percent for other
countries and 12.2 percent from the United States. It is unreasonable that their demand will be
accepted mainly on the background of the economic policy which triesto avoid protected indugtries.

Crushing Capacity

Crushing capacity in Isragl in 2002 was about 800 thousand mt of soy and other beans. "Solbar” and
"Shemen’ continue their expangon with facilities for soybean protein concentrate. With profitability
gpparently uncertain, and the uncertainty of the import protection againgt imported oil and medl, other
crushers are reluctant to consder further expangon. The introduction of new crushing facilitiesin the
region (Egypt and Turkey) may aso present athreat to Isragli crushers. Current crushing capacity is
estimated below.

Table21: Estimated Crushing Capacity by Plants

Plant 2000 2002 2004
Projection

Shemen 200,000 220,000 260,000
Miloumor 80,000 90,000 90,000
Solbar 100,000 180,000 270,000
Teth-Beth 160,000 170,000 175,000
Olivex 120,000 140,000 140,000
Totd 660,000 800,000 895,000

Source: According to Information received from the crushers.

Shemen Industriesis the largest soybean crusher in Isradl, with its Shemen and Miloumor plants located
inthe HaifaBay area. Shemen has upgraded production facilities and added considerable storage
fecilitiesin recent years. 1n 2002 it imported about 180,000 tons of soybean for crushing, essentialy
the same amount as the year before. I1ts Miloumor facility crushes and refines much of the non-soy ail
inlsrad.

In 2003 Shemen is opening a new production facility for soy protein concentrate, which will utilize over
40,000 tons of soybeans per year. It isthe only public company of the group, with 25 percent of the
company’s stock traded on the Tdl Aviv Stock Exchange. Shemen Industries adso has other diversified
holdings. Solbar-Hatzor is fastest-growing upgtart of the group. Solbar was origindly primarily a
producer of soy protein concentrate and textured concentrate for human consumption - one of only a
handful in theworld. Itsexcessoil and med were essentidly by-products, making only asmall
contribution to the market. But today only about 40 percent of its soybean go to human food - the rest
is processed into oil and meal. In Recent yearsits overal growth has made it amagor player in the feed
med and oil marketsin Isradl. 1t isthe only crusher that produces Hi-Pro medls, utilizing the hullsin the
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production of a molasses mix.

Solbar intends to continue expanding its facilities in Ashdod, and expects a crush of 270,000 in the next
two to three years, which would makeit Israd’ slargest crusher. Thefirmisaso unusud inits
ownership. While ADM and Kibbutz Hatzor used to own shares, the firm is today owed by individua
members of kibbutz Hatzor - a precedent-breaking arrangement for the Kibbutz collective system.

Teth-Beth is family-owned firm near Ashdod. The company had previoudy operated two soybean-
crushing plants, but their total capacity is now reduced to one facility. Thefirm has dso sold off its
"Vitd" subsdiary which made cakes, non-dairy creamers, and other food items. 1t now produces the
products as a contractor for the new owners. Y et the crushing operation remains active and has plans
to increase operations.

Olivex isaprivately hdd firm, 20 percent owned by ADM, with facilities located in an urban area near
Td Aviv. In 2000, the plant made mgor renovations, but in time the red estate value of itsland may
cause relocation or closure. In November and December 2002, the company halted its own import
purchases of soybeans, and operated its plants as a contractor for the other crushers. It has since
resumed its own import and purchase of soybeans.

Genetically Modified Products

The government of Isradl has gppointed two committees to determine GMO policy: one chaired by the
Ministry of Hedth (MOH) and the second by a representative of the Plant Protection and Inspection
Services of the Minigtry of Agriculture (MOA). The MOH committee circulated its proposa for public
comment in 2001 and has now modified its proposed "generd" regulation to cover only soy and corn
products. The proposed regulation covers only products for human consumption and will require the
labeling of any GM product and any resulting product containing 1 percent of GM protein or DNA.
Thus, for example, GM soy beans for human consumption may require GM labels, but soy oil from GM
soy beans, and products containing that oil, will not require a specia labd. Conceivably, textured soy
medl for human consumption would require a GM labd if made from GM beans.

By the same logic, soy protein medl for animaswould requirea GM labd. However, the Hedth
Minigtry regulation will goply only to human food, and the Minigtry of Agricultureis not consdering GM
labding of animal feeds. However, the Ministry of Agriculture does require aforma declaration on the
import form if the direct product (e.g. soybean) is geneticaly modified. While the GMO issueisnot a
"hot" issue for the Isragli public, the issue is of concern to Isragli producers of soy protein concentrate
and food products containing soy protein who export their products. In the padt, these
producers/exporters have relied primarily on non-GMO U.S. soybeans for their human food products.
In 2002 some of the soybean for protein concentrate was sourced from South America, and the
producer reports that not al buyers specify non-GMO raw materid.
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